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Transatlantic Regulatory Cooperation: Background and 

Analysis 



Summary 

Commercial ties between the United States and the 27-member European Union 
are substantial, growing, and mutually beneficial. However, differences in regulatory 
approaches limit an even more integrated marketplace from developing. To deal with 
this situation, a variety of government-to-govemment efforts have been created to 
dismantle existing regulatory barriers and to prevent new ones from emerging. These 
efforts fall under the rubric of transatlantic regulatory cooperation (TRC) and are at 
the heart of today’s U.S.-EU economic relationship. 

This report is intended to serve as an introduction and primer on a complicated, 
broad, and often highly technical set of policy issues. Since the mid-1990s, both U.S. 
and European multinational companies have viewed divergent ways of regulating 
markets for both goods and services as the most serious barriers to transatlantic 
commerce. The primary reason why these companies seek to achieve greater 
harmonization in standards and regulatory procedures is to reduce costs imposed by 
complying with two different sets of regulations and standards. 

TRC must deal with a number of key differences between the United States and 
EU concerning approaches to regulation. These differences involve political support 
for regulation and public attitudes towards risk and transparency. Until they converge 
or are re-aligned, a transatlantic gap in regulatory policies is likely to persist. 

Regulatory cooperation is an umbrella concept that incorporates a broad range 
of activities. At one end of the spectrum are information exchanges and dialogues 
among regulators that are designed to build trust and confidence. At the other end 
of the spectrum are activities designed to harmonize regulatory approaches through 
acceptance of common principles and standards. In between are activities that 
involve varying degrees of intrusion into the autonomy of regulators. 

TRC initiatives have made progress in reducing costs to businesses and 
consumers in some sectors, but not in others. One of the key obstacles to more 
extensive cooperation frequently cited is the domestic orientation of regulatory 
agencies involved in the process. To promote more effective TRC, two policy 
options are commonly advanced: (1) attracting high-level political support and (2) 
increasing dramatically the involvement of legislators (Congress and the European 
Parliament). The Transatlantic Economic Council, which was created in April 2007, 
was designed, in part, to generate the kind of high-level political support that 
previous initiatives may have lacked. 

TRC has been mostly an executive branch driven process. Yet, through 
authorization and appropriations of the many different regulatory agencies involved 
in TRC, Congress could play a more central role if it decided to move in this 
direction. As domestic regulation takes place in an increasingly integrated 
transatlantic marketplace, Congress will be called upon to balance the often 
competing demands of trade expansion and barrier reduction against domestic health 
and safety concerns. This report will be updated as events warrant. 
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Transatlantic Regulatory Cooperation: 
Background and Analysis 



Introduction 

The United States and the 27-Member European Union (EU) share a huge, 
dynamic and mutually beneficial economic partnership. 1 Not only is the U.S.-EU 
commercial relationship, what many call the transatlantic economy, the largest in the 
world, it is also arguably the most important. 2 While the transatlantic market is today 
highly integrated due in large part to a massive amount of foreign direct investment 
by both U.S. and European companies in each other’s markets, differences in 
regulatory approaches, standards, and philosophies militate against an even tighter 
and more integrated marketplace from developing. Regulatory differences are also 
behind some of the most politically sensitive bilateral trade disputes. 

To deal with this situation, a variety of government-to-government efforts and 
transatlantic dialogues have been created to increase understanding between 
policymakers and regulators on both sides of the Atlantic, to minimize existing 
regulatory barriers, and to prevent the emergence of new regulatory barriers. These 
efforts, falling under the rubric of transatlantic regulatory cooperation (TRC), are 
seen as being important to today’s U.S.U.S.-EUEU economic relationship. 
Proponents maintain that TRC undertakings can not only prevent disruptive and 
costly trade disputes from occurring, but also spur trade and investment flows by 
reducing costs for producers and consumers on both sides of the Atlantic. 

Since the establishment of the New Transatlantic Agenda (NT A) in 1995, there 
have been a number of new TRC initiatives, all aimed at removing or reducing 
regulatory barriers to trade. 3 While each of these initiatives has made some progress 
towards reducing regulatory burdens, many U.S. and European companies heavily 
engaged in the transatlantic marketplace maintain that the results have not been 
materially significant. 



1 For background on the European Union, see CRS Report RS21372, The European Union: 
Questions and Answers, by Kristin Archick. 

2 For background on EU-U.S. commercial ties, see CRS Report RL30608, EU-U.S. 
Economic Ties: Framework, Scope, and Magnitude, by William H. Cooper; and CRS Report 
RL3438 1 , European Union-U.S. Trade and Investment Relations: Key Issues, coordinated 
by Raymond J.Ahearn. 

3 The NT A committed the United States and EU to work together to achieve four major 
goals, including the expansion of world trade and closer economic relations. 
Implementation of the agenda is guided by a joint EU-U.S. Action Plan which is coordinated 
by a group of senior level officials. 
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At the 2007 U.S. — EU Summit, leaders of the EU and U.S. committed their 
governments to increasing the efficiency and transparency of transatlantic economic 
cooperation and to accelerating the reduction and elimination of barriers to 
international trade and investment with the ultimate objective of achieving a barrier 
free transatlantic market. They also agreed on a Framework for Advancing 
Transatlantic Economic Integration (the Framework) and created a new institutional 
structure, the Transatlantic Economic Council (TEC), to advance the process of 
regulatory cooperation and barrier reduction. Headed on both sides by ministerial- 
level appointees, the TEC is designed to oversee the efforts outlined in the 
Framework, with the goal of accelerating progress and guiding work between the 
Summits. 4 

Whether the TEC will herald a new era of more effective cooperation remains 
to be seen. Much could depend upon whether the TEC can exert enough political 
leverage to convince regulators to make reforms that will result in reduction of 
regulatory barriers between the EU and the United States, as well as increase the role 
that legislators on both sides of the Atlantic play in the process. 

In this context, Congress might play an important and pivotal role in 
transatlantic regulatory cooperation. Through authorization and appropriations of 
many different independent regulatory agencies, Congress is in a position to facilitate 
or impede progress in this undertaking. As domestic regulation takes place in an 
increasingly integrated transatlantic marketplace, Congress must try to balance the 
often competing demands of trade expansion and barrier reduction against domestic 
health and safety concerns. 

This report is intended to serve as an introduction and primer on a complicated, 
broad, and often highly technical set of issues. It is presented in seven parts: the first 
section describes the nature and scope of U.S.-EU regulatory barriers; the second 
section explains the rationale for regulatory cooperation; the third section highlights 
the differences in U.S.-EU regulatory approaches; the fourth section examines the 
various forms of regulatory cooperation; the fifth section evaluates the results of past 
initiatives at regulatory cooperation; the sixth section analyses the creation and 
operation of the Transatlantic Economic Council; and the last section highlights the 
role of Congress in transatlantic regulatory cooperation. This report will be updated 
as events warrant. 



U.S. - EU Regulatory Barriers 

Since the mid-1990s, both U.S . and European multinational companies (MNCs) 
have viewed divergent ways of regulating markets for both goods and services as the 
most serious barriers to transatlantic commerce. Redundant standards, testing, and 
certification procedures are seen by these companies as far more costly and harmful 
than any trade barriers imposed at the border, such as tariffs or quotas. While the 



4 For background on the 2007 U.S.-EU Summit and the TEC, see 
[http://www.whitehouse.gov/infocus/eusummit/2007/]. 
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purpose of many regulations is to protect consumers and the environment, divergent 
domestic regulations and standards can affect the competitive position of firms, 
helping some and disadvantaging others by affecting the importation of products not 
produced or grown according to those requirements. 5 

To the extent that product standards differ, exporters may find their goods 
prohibited from certain markets or subject to expensive re-labeling, re-packaging, or 
re-testing. For example, European winemakers intending to sell in the U.S. market 
must label their bottles according to U.S. requirements, which are different than EU 
requirements. Similarly, U.S. exports to the EU of poultry washed with anti- 
microbial treatments have been blocked for years by different health and safety 
standards. 

Different regulations add to the cost of doing business on both sides of the 
Atlantic and serve as non-tariff barriers to trade in many different economic activities 
and sectors. These include but certainly are not limited to differences in accounting 
and financial reporting requirements, antitrust or competition procedures, consumer 
protection (safety and health) standards, environmental regulations, and personal data 
transmission. Each of these divergences can materialize into politically charged 
disputes and threaten the functioning of the transatlantic market. 

In no area has this been a greater problem than in chemicals. In this sector, the 
U.S. and EU have fundamentally different regulations on issues such as genetically 
modified organisms (GMOs), hormones, and the registration and restriction of 
chemical substances. In the case of GMOs, these differences have translated into 
longer authorization times and stricter standards for approval, release, and marketing 
of GMOs in the EU than in the U.S. Moreover, GMOs has been the subject of a long 
and bitter trade dispute brought before the World Trade Organization. 6 

Pharmaceuticals is another sector where regulatory differences have been 
described as not only significant, but also bewildering. Just in the area of drug 
approvals, primary regulatory elements governing testing protocols, submission of 
clinical data, and certification of good manufacturing practices vary considerably 
between the U.S. and EU. Moreover, within the EU, where public health policy is 
still a national prerogative, rules and protocols can vary greatly from member state 
to member state. Because each member state has its own rules and protocols, it can 



5 Daniel C. Esty, “Regulatory Competition in Focus,” Journal of International Economic 
Law (2000), pp. 215-217. 

6 Reinhard Quick, “Transatlantic Regulatory Cooperation on Chemicals — An Idealist’s 

Dream?,” German Marshall Fund Academic Research Conference, Ford School, University 
of Michigan. Available at 

[http://www.fordschool.umich.edu/news/events_details/re_coop_and-comp_08/], and 
Gregory C. Shaffer and Mark A. Pollack, “Reconciling Regulatory Differences: The 
Ongoing Transatlantic Dispute over the Regulation of Biotechnology,” in The Future of 
Transatlantic Economic Relations, edited by David M. Andrews, Mark A. Pollack, Gregory 
C. Shaffer, and Helen Wallace, Robert Schuman Centre for Advanced Studies, 2005, pp. 
220 - 221 . 




